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BENEFITS

Demystifying the Finance & Audit Committee

N



https://www.youtube.com/watch?v=CGBVn-g_EW8&t=3s

Benefits

Provides forward-
thinking oversight of your
Nation’s investments

Supports Council in
making informed
decisions

Demystifying the Finance and Audit Committee

Reinforces Council’s
financial responsibility,
accountability,
transparency
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Sound financial planning and governance  - review /analysis of investment decisions as part of the integrated planning process, which includes strategic plans, multi-year plans and budgets

Enhances Council’s decision-making efficiency and effectiveness – FAC provides a screening process and a structured approach for major, complex financial decisions





ROLES AND RESPONSIBILITIES
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The upcoming section on organizational structure, roles, responsibilities is a best practices approach and complies with FMB Standards.  



Roles and Responsibilities — Finance & Audit Committee

Audit
Responsibilities

Financial
Responsibilities

Audit and
Finance Oversight

Financial External Auditor

Planning Audited

Financial Financials

Performance Risk
Financial Management

Statements Internal Controls
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The Finance and Audit Committee’s responsibilities are primarily divided into 2 categories: Financial functions and Audit functions






Roles and Responsibilities — Finance & Audit Committee

Financial

Recommend

N

Financial Planning — Budget, 5-yr financial plan

Annual Financial Statements and Special Purpose
Reports
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Key Audit functions include:

Review and make recommendations for the following:

Supports Council with the selection, engagement, independence and performance of the auditor with the evaluation of proposals  

- Once approved, they are responsible for oversight of the external audit function.  They support management with the planning, conduct and results of audit activities; 

respecting the first nation’s audited annual financial statements, including local revenues, and any special purpose reports;; 

- The Finance and Audit Committee has oversight responsibility for risk management including risks associated with the reporting process and mitigating controls




Roles and Responsibilities — Finance & Audit Committee

Audit

External Audit Selection, Engagement, Performance

Audited Annual Financial Statements
and Other Reports

Reporting Risks and Mitigating Controls
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Key Audit functions include:

Review and make recommendations for the following:

Supports Council with the selection, engagement, independence and performance of the auditor with the evaluation of proposals  

- Once approved, they are responsible for oversight of the external audit function.  They support management with the planning, conduct and results of audit activities; 

respecting the first nation’s audited annual financial statements, including local revenues, and any special purpose reports;; 

- The Finance and Audit Committee has oversight responsibility for risk management including risks associated with the reporting process and mitigating controls




Roles and Responsibilities — Councll

Community Oversight
Leaders Responsibility Approvers



Presenter
Presentation Notes
Council members are the elected leaders of the community with the overall oversight responsibility for the administration and progress of the nation.

The organizational structure is most effective when the Council remains as an oversight body guiding Sr. Management with the administrative and operational responsibility

Council’s financial oversight role is:
 - responsible for all matters relating to financial administration of the FN
 - delegation of financial functions to committees, employees, officers, etc.
 - approval of policies and direction 
 - appointment of Sr. Manager and Sr. Financial Officer and members of the Audit Committee 
 - approval of strategic plan, multi-year plan, budgets and financial statements 
 - approval of borrowing 




Roles and Responsibilities — Senior Manager, Senior
Finance Officer

Internal Control
Development and

Financial Strategy, Plan
and Report Development

Financial Operations
Risk Management Planning

Compliance

.
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The Sr. Manager and Sr. Finance Officers have all operational responsibilities for the nation.

Some of the key areas the Senior Manager is responsible for:
 - leading the planning, organization, implementation and evaluation of the overall management of the day to day operations of the FN
 - develop and recommend to Council for approval, HR policies and employee job descriptions 
Hire employees and set terms and conditions
Oversee, supervise and direct the activities of officers and employees
Oversee and administer contacts; organization chart; financial risk assessments….
Action Council resolutions and approved plans and strategies
Delegate duties to employees and/or officers

The Senior Financial Officer is responsible for 
Reporting to the Snr Manager day to day management of finances including:
Policies, procedures, internal controls
Chart of accounts
Annual budgets, annual report, multi-year financial plans 
Monthly, quarterly and annual financial statements
Compliance with agreements, safeguarding assets, and other duties as assigned by Snr Mgr. and Council. 




Roles and Responsibilities — External Auditor

Financial Compliance Performance
Statement Audit Audit Audit

® o
@ ®
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The external auditor:
Is appointed by Council as recommended by the Finance and Audit Committee
Is independent of the first nation
Is a public accounting firm or public accountant in good standing 
Has a signed engagement letter
Provides an audit opinion on the financial statements and special purpose reports
Has access to all records and receives notification of all Finance and Audit Committee meetings
Communicates with the finance and audit committee 
Attends the annual council meeting where the financial statements are discussed

Audit to be completed within 120 days after the end of the fiscal year with Council approval.  

A separate annual financial statements audit to be conducted on local revenues



. STRUCTURE
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This next section is where it gets exciting! I know some nations struggle with recruiting FAC members that meet the independence and financial competency criteria, but hopefully after this section we have some more clarity on what those criteria mean.


Structure - Overview

Reportin Report to Councll
porting Chair and Vice-Chair are appointed by Council (one must be Councillor)

Membershi Minimum 3 members (at least 1 Councillor)
P For 4 or more members (at least 2 Councillors)
Oualification Criteria Majority of members must have financial competency
All members are independent
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NEW SLIDE

- Report to Council – As we have established on previous slides, FAC reports directly to council. The Chair and Vice-Chair of the FAC are appointed by Council
Minimum of 3 members are required to form a FAC. If there are 3 members, at least 1 must be a Councillor
If there are 4 or more members, at least 2 must be Councillors
In terms of qualification, majority of members must have financial competency
Also, for the FAC to be effective, all members must be independent, 

We will cover the 2 criteria in more detail in the next couple of slides

 


Structure — Financial Competency

Financial literacy or related financial management expertise

Qualification requirements interpreted by Council

Sample Financial
Competency criteria

The ability to read and understand a set of financial statements;

An understanding of internal controls and procedures for financial
reporting and risk management processes;

An understanding of the First Nation’s strategic objectives;

The ability to assess the general application of accounting policies and
principles
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New Slide
Financial literacy or related financial management expertise: The council must establish “financial competency” eligibility criteria to be a member of the Finance Committee.
Qualification requirements interpreted by Council: It would be ideal for the First Nation to have an independent member who is financial literate and have accounting or related financial management expertise, however the qualification requirements are to be interpreted by the First Nation’s council in its business insight and there exists no specific definition that sets out such terms. Therefore, the financial competency requirements are defined by the Council and must be met by the majority of the members of the Finance Committee.

Temporary exemptions:The council may wish to grant a temporary exemption to allow for a person to be appointed who is not financially literate provided the member becomes financially literate within a reasonable period of time following his or her appointment. This temporary exemption may only be used if the Council determines that the appointment of a person who is not financially literate at the time of appointment will not materially adversely affect the ability of the Finance Committee to act independently and to satisfy  the responsibilities under the Financial Administration Law.



Structure — Independence

* No direct or indirect relationship with the first nation government

« Council required to make policies or procedures for independence criteria

» Establishing independence eligibility criteria in compliance with FMB Standards
— Senior Manager, Finance Manager, Finance department ineligible
— Councillors and Other employees may be eligible

= Requiring confirmation from candidate about independence

= Requiring annual conflict of interest disclosure statement
* No direct or indirect relationship with the first nation government
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New Slide
Financial literacy or related financial management expertise: The council must establish “financial competency” eligibility criteria to be a member of the Finance Committee.
Qualification requirements interpreted by Council: It would be ideal for the First Nation to have an independent member who is financial literate and have accounting or related financial management expertise, however the qualification requirements are to be interpreted by the First Nation’s council in its business insight and there exists no specific definition that sets out such terms. Therefore, the financial competency requirements are defined by the Council and must be met by the majority of the members of the Finance Committee.

Temporary exemptions:The council may wish to grant a temporary exemption to allow for a person to be appointed who is not financially literate provided the member becomes financially literate within a reasonable period of time following his or her appointment. This temporary exemption may only be used if the Council determines that the appointment of a person who is not financially literate at the time of appointment will not materially adversely affect the ability of the Finance Committee to act independently and to satisfy  the responsibilities under the Financial Administration Law.



Keys to Success — Finance and Audit Committee

J Capable Chair }
Improve
\/\\( Technical Expertise P :
Community
Well-Being
F Well-Defined Mandate >
T
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Capable Chair
Technical Expertise - Strong members-good technical knowledge and practical experience
Well-defined mandate – Good understanding of the responsibilities
Communication -  Frequent and transparent communications with management and Timely information provided by mgmt.



Contact First Nations Financial Management Board

Phone: 1-877-925-6665 Website: www.fnfmb.com
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